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District Director 
Dtgartment of the Treasury 

****** * * * * *** ***** * * * * * * * **** 
********** *** * * * * *  ** * ***** 

* * * * * * * * * * * * * *  ***** ************  Person t o  Contact : 
** * * * * * * * * * * * *  * * * *  * * * ******  

* * * * *********** * * *  * * * * * * * * * * *******  Contact Telephone Number: 
* * * * * * * * * * * *  **************  *** * * *  * * * * * * * * * * * 

* * * * * * * *  Refer  Reply to :  
**** * * * * * * * * * * * * * * * *  * * * * * * *  ***** *****  

CERTIFIED M A I L  

Dear Appl i zant  : 

h'e have considered your appl  i ce i t  i o n  f or1 r e c o g n i t i o n  o f  exemption 
under s e c t i o n  501(c](7) o f  t h e  I n t e r n a l  Revenue Code. 

T h j ~  evidence prssented d fsc lased  t h a t  t h e  o r g a n i z a t i o n  was 
i n c o r ~ o r a t e d  under che *********  Non-Pro f i t  Corpora t ion  Act on 
******** **** ***** . 

The c o r p o r a t i o n  i s  organized as a  v o l u n t a r y ,  n o n - p r o f i t ,  
educa t iona l ,  c i v i c ,  s o c i a l  and c u l t u r a l  assoc ia t i on ,  o f  ********** 
* * * *  * * * * * * * * * * ****** * * *  ************** . * * * * * * * * * *********  arrd ernpl syses  
of t h e  ********** * * * * * *  * * * * * * * *  **************** * *  **** ********** * * *   
* * * * * * * * *  ********  ****** . The corpol-at ion i s  formed as a p lann ing  
and adrninis:r,ac i v e  vstr,ic;le for tPlaj cool-dinat ion and o p e r a t i o n  of  
a nrdgram f o r  provid-ing reccgn:.c;crn for1 longev, i ty  o f  i t s  
erlp-loyees and s o c i a l  a c t . i v i t f i i ~ s .  

The By-laws s r a t e  t h e  objactBve o,T * * * * ** ** ** * * * * * * * * * * * * *  is t o  
r e c e i v e  and ma in ta in  procaads f r a n  t, ho s o c i a l  events  throughout  
t h e  year,  zhno  are  sponsored b!y * * * * ** ** ** * * * * * * * * * * * * * .  The 
proceeds w i l l  be used ts promare r a c o ~ ~ n i t i o n / l o n g e v i c y  awards 
and r e t i r e m o n z / s e p a r a t i ~ n  =%a-ds. Community c o n t r i b u t i o n s  can 
be made upon norn.inecion ft-orn a member o,f * * * * ** ** ** * * * * * * * * * * * * *  
and w i t ! >  a m a j o r i t y  v o t e ,  

The Bylaw p r o v i d e  f o r  ***  members on * * * * ** ** ** * * * * * * * * * * * * * .  A t  
' least  orra ( ' 1 )  membnr s j ~ a l l  be e l e c t e d  t o  represent. the f o l l o w i n g  
units: 

******* *****  
* * * * * *  ****** * * * * * * * * * *  * * * * *****  * * * * * * *  * ****** ****** ***** ******* ******  
*********** * *   
* * * * * * * *** 
******** ****** ** 
* ***** *****  
***  *********  
k a t i r a d  Kspresenta t ive  (Ges i red)  



One member of t h e  ****** *****  Board o f  D i r e c t o r s  shou7d be e l e c t e d  
t o  serve  as a non-vot ing member c f  t h e  ** ** *  Assoc ia t ion  i n  
order  t o  -Foster ongoing support  and cooperat ion between t h e  two 
( 2 )  organizs.tt ions. Tc ta l  membership o f  the ** **** Assoc ia t ion  
sha77 c a n s i s ~  o f  **   nenbers end * * * * * * *   o f f i c e r s  for a *** 
member a s s o c i a t i o n .  A l l  members s h a l l  be approved i n  wr-ting by 
***** * * *  ************* -. 

The r e c o g n j t i o n  and re t i remen t  program sec t h e  b e n e f i t s  as: 

A. Longevi ty  awards: g i v e n  t o  a11 f u l l  t i m e  employees 

F i v e  ( 5 )  years se rv i ce .  a c s r t i f i c - r e  o f  s e r v i c e .  
Ten ( 1 6 )  years serv ' ice,  t h e  10-year c e r t i f i c a t e  and e pen 
and p e n c i l  s e c .  
F i f t e e n  ( 1 5 )  years s e r v i c e ,  t h e  15-yaar c e r r i f i c a t e  and a 
f i f t y  do1 l a ?  saving bond. 
Twenty i 2 0 j  years s e r v i c e ,  the  20-year c e r t i f i c a t e ,  a n  
engraved pen and p e n c i l  set and a seventy f i v e  d o l l a r  
sav ings bond. 
Twenty-Five ( 2 5 )  years s ~ ~ v i c e .  t he  25-year c e r t i f i c a t e ,  
and engraved w ~ i c h  and a hundred d o l l a r  sav ings bond. 
T h i r t y  ( 5 0 )  years s e r v i c e ;  t h e  30-year c e r t i f i c a t e  and 
$*** * * i n  cash, 
I h i r t y - f i v e  ( 3 5 j  years s e r v i c e ;  t h e  appropr iaze 
c e r t i f i c a t e  and $****  i n  cash. 
F o r t y  ( 4 0 )  yaars senvice;  t h e  approp r ia te  c e r t i f i c a t e  
and $***** i n  cash ( S t a r t - n g  w i t h  t h e  r w e n t y - f i f t h  year 
f l owers ,  o r  other  s u i c a b l e  g i f t  w i l l  be sent to t h e  
spouse o f  t h e  employes sn t h i s  ac tua l  ann iversary  d a r e ) .  

8. Ret i rement and/or s~parat: , ion award 

1 .  Upon te r in ina t ian  a f t e r  f i v e  ( 5 )  years; an engraved mug. 
2 .  Reti!nernent (minimum 10  years) ;  cash award o f  $**** .  
3 .  Upon en employee's death;  $****  to t h e  f a m i l y .  

T h e  orgar,5zat icr\ 's socjrces ~f income a r e  from: 

-Ca lcu t ta  N i g h t  
- * * * *  *  ' s  Vending 
-Conces~Tl~ns f ro9  Open House 

And othrar* s o c i a l  events  he ld  at: t h e  
********** * * *  * * * * * * * * * * ******* ****** 
And w i t h i  1'; t h e  community * 

- C e r t i f i c a t e  o+ Dspos ie  
-Savings :Account 

Secr ion 501(~)(7j o f  t t , e  Code prov ides  exemption r o  c l u b s  
nrgan.ized f o r  pleasu-e, r e c r e a t i o n ,  and o ther  n o n p r o f i t a b l e  
purpo:;es, s : , ~ , ~ ~ s t a n t i a l l y  a11 o f  t h e  a c t i v i t i e s  o f  which a?e f o r  
such prJrpisz:e$; and no pa r t  o f  t h e  n e t  earnings o f  which inu res  t o  
tne t1sne.F it: c i  any pr . ivate shzre i~o ' lder .  



Repulet ion s e c t i o n  1 .50 (c ) (? ) -$ (a j  p rov i de  t h a t ,  t h e  exemption 
provided by s e c t i o n  5 0 1 ( 6 )  f o r  o rgan iza t ions  descr ibed i n  
sec t i on  501(c)(7) app l i es  only t o  c lubs  which a r e  or-gcnizea and 
operated e x c l u s i v e l y  f o r  pleasure, rec rea t ion ,  and other  
nonprof i t a b l e  pur-poses.. . In general ,  t h i s  exemption sxtsnds t o  
s o c i a l  and r e c r e a t i o n  c lubs which &?e supported s o l e l y  by 
membership fees,  dues, and assessments. 

I n  add i t i on ,  Pub l i c  Law 94-568 de f inss  gross r e c e i p t s  as those 
r e c e i p t s  f rom norn~a l  usual a c t i v i t i e s  of  a c l u b  i nc l i t d i ng  
c h a ~ g e s ,  admissions, membership fees,  duns, ussessmsnics, 
investment income, and normal r e c u r r i n g  capi ta7 ga ins  ur 
investrnents. but  exc lud ing i n i t i a t i o n  f w s  and c a p i t a l  
c o n t r i b u t i o n s .  Pub l i c  Lew 94-568 a l s o  scotos t h a t  i t  .s 
in tended char s o c i a l  c lubs  should be pe rm i t ted  t o  recc:-:~e up t o  
35 percent sf t h e i r  gross roce-ipts.  inc lu id ing investmtln L irtcome, 
f rom sources ou t s i de  of t h e i r  memberships w i thout  l o s i n g  thei,. 
exempt s t a t u s .  H i t h i n  t h i s  35 percent amounr, n o t  more than 15 
percent o f  t h e  gross r ece ip t s  should be der ived f rom rk,e use i>f 
t he  s o c i a l  c l u b ' s  f a c i l i t i e s  or se rv i ce  o r  se rv i ces  ty t h e  
general  pub1 i c  . 

Revenue Ru l i ng  58-589,  C . B .  1958-2, 266, se ts  f o r t h  r h a  c r i t e r i a  
f o r  exemption under sec t ion  501(c)(7) o f  t he  Code and j>rovides 
thal: a c l u b  must h a m  a membership o f  i n d i v i d u a l s ,  personal 
contac ts ,  and f e l l owsh ips .  A commingling of members musz play a 
ma te r i e l  p a r t  i n  the a c t i v i t i e s  of  the o rgan iza t ion .  

Revenue Ru l ing  67-428 1967-2 C . 8 .  204 held ,  the requirement o f  
i n d i v i d u a l  membership der ives  f r o m  the requirement o f  perscna? 
c o n t a c t s  and f e l l o w s h i p  between members. It i s  ev ident  chat 
f e l l o w s h i p  between members cannot p l a y  a ma te r i a l  pa r t  i n  r:he 
a c t i v i t i e s  o f  an orgzin izat ion composed o f  a r t i f i c i a l  e n t i t i e s .  

Accord ing ly ,  we conclude t h a t  by l i m i t i n g  your n~embership t c  **   
members who i n  Turn wlll represent  va r ious  u n i t s  and by g ran t i ng  
recagn i t?on ,  r s t i r e v s n t ,  separa t ion  and death b e n e f i ~ s ,  you do 
no t  meet t h e  requirr:brment f o r  exempt s t a t u s  under sec t i on  
5 0 1 ( c ) ( ' i )  o f  t he  Cac:le and propose t o  deny your request f o r  
exempri on under t ha,(: sect i on .  

We have a l s o  determined t h a t  you f a i l  t o  quali i fy f o r  exempt 
s t a t u s  under any o the r  subssceion o f  IRC 501(c). 

You a r e  r equ i r ed  to f i l e  a t axab le  reeurn  Form 1120 or 1041 w i t h  
t he  D is t r i c i :  D i r e c t o r  sf I n t s ~ n a l  Revenue Serv ice.  Please send 
the r e t u r n  t o  t h e  I n t e r n a l  Revenue Serv ice,  P . O .  Box 1680,  
General P o s t  Of f i ce ,  Brooklyn, NY 11202.  

I f  you do n o t  agree w i t h  t h i s  det,errninacion, you may request a 
Conferonce w i t h  t h e  Regional O i r e c t o ~  o f  Appeals by p r o t e s t i n g  
i n  accardance w i t h  the  enclosed i n s t r u c t i o n s  w i t h i n  3 0  days. 



Protests  submitted which do n o t  contain a t 1  the  documentation 
s ta ted  i n  che i n s t r u c t i o n s  w i l l  be rerurned f o r  completion. 

If  we do no t  hear f r i m  yorr w i t h i n  t h a t  t ime,  th's deter t~ i inat ion  
w i l l  became f i n a l .  

Sincere1 y y o u r s ,  

D i s t r i c r  Di r e c t c r  

Enclosure: Pub1 i c a t i o n  892  


